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OATH OR AFFIRMATION

1, FRANCIS C. STIFF , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
CHEVAL CAPITAL, INC. , as

of DECEMBER 31 ,20_04 | are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

/ ]
Sighafr
PRESIDENT
Title
/ \ﬁotary Pu
o , , ‘ SERENA GALANDIO-JOHNSON
This report ** contains (check all applicable boxes): My Commission Expires

A (a) Facing Page. January 1, 2006

% (b) Statement of Financial Condition. '

R (c) Statement of Income (Loss).

O (d) Statement of Changes in Financial Condition.

B (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

0O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

& (g) Computation of Net Capital. : .

B (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

& (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

O () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

0 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation. ‘

B (1) An Oath or Affirmation.

O (m)A copy of the SIPC Supplemental Report.

O (m) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e}(3).
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INDEPENDENT AUDITQORS' REPORT

To the Board of Directors

Cheval Capital, Inc.

Alexandria, VA

We have audited the accompanying statement of financial condition of Cheval Capital, Inc.
as of December 31, 2004 and the related statements of income, changes in stockholder's
equity and cash flows for the year then ended that you are filing pursuant to Rule 17a-5
under the Securities Exchange Act of 1934. These financial statements are the
responsibility of the Company's management. Our responsibility is to express an opinion
on these financial statements based on our audit. ‘ ‘

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
oktain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of Cheval Capital, Inc. as of December 31, 2004
and the results of its operations and its cash flows for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedules I, II and III is
presented for purposes of additional analysis and is not a required part of the basic
financial statements, but is supplementary information required by Rule 17a-5 under the
Securities Exchange Act of 1934. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated in all material respects in relation to the basic financial statements
taken as a whole.

“ZBM//%WM‘*O@, Zé

BUCK, STURMER & CO., P.C.
Certified Public Accountants

February 19, 2005
New York, NY



EXHIBIT
Cheval Capital, Inc.

Statement of Financial Condition

December 31, 2004

ASSETS
Cash and equivalents : ' .. S 179,726
Investment in securities 3,300
Property and equipment, net of depreciation 3,396
Other assets ' 17,308
TOTAL . s 203,730

-~ LIABILITIES AND STOCKHOLDER'S EQUITY

LIABILITIES
Accounts payable and accrued expenses S 1,883

STOCKHOLDER 'S EQUITY
Common Stock - $ 0.01 Par Value; Authorized 1,000

Shares; Issued 100 Shares, 1

Additional paid-in capital o 43,349

~ Retained earnings - EXHIBIT C . » : 158,497
. Total Stockholder's Equity 201,847

TOTAL ' - $ 203,730

The accompanying notes are an integral part of
these financial statements.
-2 -

BUCK, STURMER & CO., PC.
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Cheval Capital, Inc.

Statement of Income

Year Ended December 31, 2004

REVENUES:
Fee income ' $ 582,310
Interest income 1,640
Total Income ) 583,950
EXPENSES: ]
foicers' compensation and benefits 425,717
Occupancy costs 44,916
Depreciation and amortization 6,062
Membership, registration and other fees 1,800
Communications _ - 11,698
Other operating expenses 36,065
Total Expenses 526,258
NET INCOME - EXHIBIT C I $ 57,692

The dccompanying notes are an integral part of
.these financial statements.
- 3 -

BUCK, STURMER & CO., PC.
CERTIFIED PUBLIC ACCOUNTANTS

EXHIBIT 1



' EXHIBIT ¢
Cheval Capital, Inc. :

Statement of Changes in Stockholder's Eguity

Year Ended December 31, 2004

Capital Stock Additional Total
___Common Paid-in Retained Stockholder's

Shares Amount - _Capital Earnings Equity
Balance, beginning 100 S 1 $ 43,349 S 168,805 S 212,155,
Yet Income - EXHIBIT B 57,692 57,692
Distribution to shareholder ‘ ) E ' (68;000) . (68,000)
Balance, ending-EXHIBIT A 100 S 1 S 43,349 $§ 158,497 S 201,847

The accompanylng notes are an lntegral part of
these flnanc1al statements. _
-4 —-

BUCK, STURMER & CO., P.C.
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Cheval Capital, Inc. -

Statement of Cash Flows

Year Ended December 31, 2004

CASH FLOWS FROM OPERATIﬂG ACTIVITIES:

Net Income - EXHIBIT B |
Adjustments to reconcile net income to net
cash used in operating activities:

Depreciation and amortization
¢ Changes in assets and liabilities:
(Increase} decrease:
Other assets
Increase (decrease):
Accounts payable and accrued expenses

Net cash éfovided by operating activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Distribution to shareholder

Net cash used in financihg activities

Net decrease in cash and cash equivalents

Cash and equivalents - beginning of year

Cash and equivalents - end of year - EXHIBIT A

The accompanying notes are an integral part of
these financial statements. o
- . ,_5"

BUCK, STURMER & CO., P.C.
CERTIFIED PUBLIC ACCOUNTANTS

$ 57,692

6,062

(8,064)

_(1,353)

54,337

(68,000)

(68,000)

(13,663)

193,389

s 178,726

EXHIBIT [



Cheval Capital, Inc.

Notes to Financial Statements

December 31, 2004

NOTE 1 - ORGANIZATION AND NATURE OF BUSINESS

Cheval Capitel,'Inc. (the Company) is a broker-dealer registered with the Securities and
Exchange Commission (SEC) and is a member of the National Association of Securities
Dealers, Inc. The Company is a Virginia corporation incorporated on July 12, 1996.

The Company provides investment banking services to corporate clients. Such services

include acting as a placeément agent in private equity and debt offerlngs and providing
financial advice in mergers and acguisitions and other areas.

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES

Fee Income

Fee income is recorded as earned, with billed but not paid amounts reflected as accounts
receivable and amounts received but not yet earnéd reflected as deferred fee income.

Property and Equipment

Property and equipment are carried at cost. Depreciation is computed using the
straight-line method over the estimated useful lives of the related assets(primarily five
years). When assets are retired or otherwise disposed cf, the cost and related -
accumulated depreciation are removed from the accounts, and any gain or loss is
recognized currently. The cost of maintenance and repairs is charged to expense as
1ncurred whereas renewals and betterments are capltallzed

Cash and Cash Equivalents

all hlghly liguid instruments with purchase maturities of three months or less are
considered cash equivalents=—- —_— T T T

Income Taxes

The Company has elected, with the consent of its stockholder, to be taxed as an "S"
Corporation under Internal Revenue Code Section 1362(a). - An "S$" Corporation does not
‘generally pay income taxes but, instead, its stockholder is taxed on the Company's
income. Therefore, these statements do not include any prov151on for federal _corporate
income taxes.

S

¢

Use of Estimates

The preparation of financial statements in conformity with generally accepted accoﬁnting
principles reguires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those
estimates. :

BUCK, STURMER & CO., RC.
CERTIFIED PUBLIC ACCOUNTANTS



Cheval Capital, Inc.

Notes to Financial .Statements

December 31, 2004

NOTE 3 - PROPERTY AND EQUIPMENT

A summar§ of property and egquipment at December 31, 2004 is as follows:

Property and equipment $ 60,313
Less: accumulated depreciation ( 56,917)
S 3,396

[ ————
™

NOTE 4 - NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule(SEC Rule 15¢3-1), which requires the maintenance of minimum net capital and regquires
that the ratio of aggregate indebtedness to net capital, both as defined, shall not
exceed 15 to 1 (and the rule of the applicable exchange also provides that equity may not
be withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10 to
1). At December 31, 2004, the Compény had net capital of $ 174,346, which was $ 169,346
in excess of its-'reguired net capital of § 5,000. The Company's aggregate indebtedness
to net capital ratio was .01 to 1.00. |

NOTE 5 - PENSION PLAN T ~

Cheval Capital, Inc. maintains a defined contribution profit sharing pension plan
for all employees meeting minimum eligibility requirements. A discretionary contribution
of $82,000 was made for the year ended_December 31, 2004.

NQTE 6 - LEASE COMMITMENT

On March 9, 2000 the Company entered into a lease for office space commencing on april 1,
2000 and expiring March 31, 2004. However, the Company has excersized it's option to
renew the lease for an additional four years. The lease provides in part for the payment
of contingent rentals based upon the escalation of real estate taxes and certain
operating expenses. : ' ‘

o '

NOTE 7 ~ CONCENTRATION OF CREDIT RISK

The Company maintains their cash accounts at various financial institutions. The
bzlances, at times, may exceed federally insured limits.

A

BUCK, STURMER & CO., P.C.
CERTIFIED PUBLIC ACCOUNTANTS
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Supplementary Information
Pursuant to Rule 17a-5 of the

Securities Exchange Act of 1934
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Schedule 1
Cheval Capital, Inc. SN

Computatlon of Net Capital Under Rule 15c¢3-1 of the
Securities and Exchange Commission

As of December 31, 2004

NET CAPITAL
Total stockholder's equity qualified for net capital $ 201,847

Deductions and/or charges:
Nonallowable assets:

Securities : . $ ‘ 3,300
Property and equipment 3,396
Other assets ' 17,308 24,004

TOTAL NET CAPITAL BEFORE HAiRCUT ON SECURITIES POSITIONS
(tentative net capital) v 177,843

Haircuts on securities

Money market funds - ] , 3,497
NET CAPITAL ' $ 174,346

AGGREGATE INDEBTEDNESS .
Items included in statement of financial condition:

Accounts payable and accrued expenses s 1,883
Total aggregate indebtedness _ . ' $ 1,883

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital required:

Company . . - 5,000
Excess net ;apitél o . ( $ 169,346
Excess net capital at 1,000% - $ 174,158
Ratio: Aggregate indebtedness to net capital . .01 to 1

RECONCILIATION WITH COMPANY'S COMPUTATION

There is no material difference from the Company s coﬁputation, therefore
a reconciliation is not included.

BUCK, STURMER & CO., P.C.
CERTIFIED PUBLIC ACCOUNTANTS



Cheval Capital, Inc.

Computation for Detexrmination of Reserve Regquirements

Undexr Rule 15¢3-3 of the Securities and Exchange Commission'

As of December 31, 2004

There are no reportable items with regard to the reserve reguirements
Under Rule -15¢3-3. ) :

5

W2 are exempt from Rule 15c3F3 through the provisions of paragraph k(2)(1).

BUCK, STURMER & CO., PC.
CERTIFIED PUBLIC ACCOUNTANTS

Schedule I3



II:

_ Schedule
Cheval Capital, Inc.: ‘

Information Relating to' Possession or Control Regulrements
Under Rule 15c¢3-3 of the Securities and Exchange Commission

As of December 31, 2004

N

There are no reportable items with regard to the possession or control
requirements Under Rule 15c¢3-3.

- 10 -

BUCK, STURMER & CO., PC.
CERTIFIED PUBLIC ACCOUNTANTS
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CERTIFIED PUBLIC ACCOUNTANTS
521 FIFTH AVENUE, NEW YORK, NEW YORK 10175

- DOUGLAS BUCK. C.P.A. ’ 212) 697-7333
" RICHARD C. STURMER, C.P.A 350 T. FREMD AVENUE, BOX 118
’ : FAX (212) 986-(201
JORGE T. ROBLES, JR., C.P.A. RYE, NEW YORK 10580
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SUSAN TOMASSI, C.P.A. cpa.rye@bucksturmer.com

NORMAN A, BENKERT, C.P.A.
KEVIN P, BOLAND, C.RP.A.

To the Board of Directors
Cheval Capital, Inc.
Alexandria, VA

In planning and performing our audit of the financial statements and
supplemental schedules of Cheval Capital, Inc. (the "Company") for the
year ended December 31, 2004, we considered its intermnal contrel
structure, including procedures for safeguarding securities, in order
to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on
the internal control structure.

Also, as required by Rule 17a-5(g) (1) of the Securities Exchange
Commission (the "Commission"), we have made a study of the practices
and procedures followed by the Company including tests of such
practices and procedures that we considered relevant to the objectives
stated in Rule 17a-5(g) in making the pericdic computations of
aggregate indebtedness (or aggregate debits) and net capital under
Rule 17a-3(a) (11) and for determining compliance with the exemptive
provisions of Rule 15¢3-3. We did not review the practices and
procedures followed by the Company in making quarterly securities
examinations, counts, verifications and comparisons, and the
recordation of differences required by Rule 17a-13 or in complying
with the requirements for prompt payment for securities under Section
8 of Regulation T of the Board of Governors of the Federal Reserve
System, because the Company doesg not carry security accounts for
customers or perform custodial functions relating to customer
'securities.

The management of the Company is responsible for establishing and
maintaining an internal control structure and the practices and
procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are reguired to
assess the expected benefits and related costs of internal control
structure policies and procedures and of the practices and procedures.
referred to in the preceding paragraph and to assess whether those
practices and procedures can be expected to achieve the Commission's
above-mentioned objectives. Two of the objectives of an internal
control structure and the practices and procedures are to provide
management with reasonable, but not absolute, assurance that assets
for which the Company has responsibility are safeguarded against loss
from unauthorized use or dispecsition and transactions are executed in
accordance with management's authorization and recorded properly to
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permit the preparation of financial statements in accordance with
generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the
preceding paragraph.

Because of inherent limitations in any internal control structure or
the practices and procedures referred to above, errors or
irregularities may occur and not be detected. Also, projection of any
evaluation of them to future periods is subject to the risk that they
may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriocrate.

Our consideration of the internal control structure would not
necessarily disclese all matters in the internal control structure
that might be material weaknesses under standards established by the
American Institute of Certified Public Accountants. 2 material
weakness 1s a condition in which the design or operation of the
specific internal control structure elements does not reduce to a
relatively low level the risk that errors or irregularities in amounts
that would be material in relation to the financial statements being
audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions.
However, we noted no matters involving the internal control structure,
including procedures for safeguarding securities, that we consider to
be material weakness as defined above.

We understand that practices and procedures that accomplish the
objectives referred to in the second paragraph of this report are
considered by the Commission to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related
regulations, and that practices and procedures that do not accomplish
such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our
gtudy, we believe that the Company's practices and procedures were
.adeqguate at December 31, 2004, to meet the Commission's objectives.

This report is intended solely for the use of the Board of Directors,
management, the Securities and Exchange Commission, National
Asgociation of Securities Dealers Regulation, Inc., and other
regulatory agencies that rely on Rule 17a-5(g) under the Securities
Exchange Act of 1934 in their regulation of registered brokers and
dealers, and should not be used for any other purpose.

ﬁw/%/%mm +Co PQ

Buck, Sturmer & Co.
New York, New York

February 19, 2005



